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SUMMARY 


Although the final year of the Ninth Five-Year Plan was not a 
banner one for the Soviet economy, owing chiefly to disappoint- 
ingly low grain production, the value of industrial output in 
the USSR grew to about 520 billion rubles in 1975, an increase 
of some 37 billion rubles over the 1974 level. This figure 
represents a 1.5 percent drop below the planned overall growth 
rate but indicates that Soviet Gross National Product did rise 
about 4 percent over the past year to approximately 630 billion 
rubles (at 1971 prices). 


The 1975 grain harvest of 135-140 million tons fell some 80 
million tons short of Plan goals and 30 percent short of 1974 
crop production, and held the overall value of agricultural 
output for the year to 90 billion rubles, 4 billion rubles under 
the 1974 total which followed a similar drop from 1973. Clearly 
agriculture remains a major problem for Soviet economic planners 
as they seek to insure satisfactory economic expansion rates, 
and the impact of the 1975 harvest will be reflected in the 
coming year not only in slower momentum toward an improved diet 
for the Soviet consumer but also in diversion of foreign currency 
reserves from non-essential imports of industrial equipment and 
technology to grain purchases from abroad. 


1975 witnessed an overall increase in Soviet foreign trade of 
about 26 percent (50 billion rubles compared to 39.6 billion 
rubles in 1974). Although the countries which are members of the 
Council for Mutual Economic Assistance (CEMA or COMECON) still 
lead in the USSR's external transactions, Soviet trade with the 
rest of the world, and particularly with the industrialized 
nations of Western Europe, the United States, Canada and Japan, 





continues to grow at a rapid pace. While turnover between the 
Soviet Union and her six principal western trading partners 
exceeded $12 billion in 1975, US-Soviet bilateral transactions 
reached the $2 billion level for the year. 





PART A -— CURRENT ECONOMIC SITUATION AND TRENDS 


As indicated in Chart I, actual production in a number of key 
economic sectors failed to reach planned levels in 1975. Due 
especially to problems in agriculture, return on capital invest- 
ment in the Soviet economy (agriculture and industry) slipped 
under che 31 kopek per ruble rate realized in 1974, as aggregate 
investment increased some 4-5 billion rubles while output failed 
to match the previous year's rise. 


The path laid out for Soviet economic growth over the next five 
years appears to parallel in most respects reported actual per- 
formance during the 1971-1975 period. The goal for national 
income increments, 24-28 percent, approximately equals at the 
upper limit Ninth Five-Year Plan achievements. Industrial pro- 
duction is scheduled to increase 35-39 percent, somewhat less 
than the estimated 42-45 percent rise registered over the past 
five years. In comparison with earlier Plans, output of 
industrial goods (Group A) will rise more slowly under the new 
Plan, and production of consumer goods (Group B) will be stepped 
up more slowly still: after an increase for 1971-1975 estimated 
at 37 percent, production growth in the Tenth Five-Year Plan is 
fixed at a 30-32 percent goal. 


Labor productivity is targeted to rise during the next five years 
by 30-40 percent and is expected to account for between 85 and 

90 percent of total projected growth in national income. Pro- 
ductivity increases are closely tied to the announced reorienta- 
tion of Soviet industrial goals toward higher output quality and 
more efficient utilization of raw materials and resources. This 
purpose is clearly visible in the modest industrial growth goal 
established for 1976 (4.3 percent), apparently a signal to 
industrial ministry officials and enterprise managers that this 
is to be a year for retooling and innovation within existing 
plants as production emphasis shifts from quantity to quality. 

As in the past, the principal beneficiaries of available capital 
investment funds will be the chemical/petrochemical, machine 
building/metal working and instrument making (automation and com- 
puter equipment) sectors of the economy together with communica- 
tions and transport enterprises. 


The Tenth Five-Year Plan projects an overall 25 percent invest- 
ment growth rate through 1980. This level represents a 40 per- 
cent drop from the 41 percent rate achieved during 1971- 





1975. The share of investment funds flowing to the industrial 
sector may prove heavily dependent upon agricultural achieve- 
ment during the coming years, however. The USSR's average grain 
harvest during the Ninth Five-Year Plan was about 180 million 
tons, thanks to an all-time record crop in 1973 and a bumper 
harvest in 1974. The average yield level from 1976 through 1980 
has been fixed by the central planners at 210 million tons of 
grain, and this ambitious goal will demand massive annual 
increments of investment funds, even at the expense of 
industrial priorities if poor crop weather and/or inefficient 
utilization of fertilizers and machinery continue to plague 
Soviet agriculture. 


Together with unsatisfactory agricultural performance, delays in 
completion of many of the industrial projects undertaken in 
recent years represent a major factor in the substantial decline 
in rate of return on investment registered during the Ninth 
Five-Year Plan. These delays have had the effect of immobilizing 
capital for excessive periods and have in their turn slowed pro- 
duction increases planned for other enterprises. Soviet officials 
have indicated awareness of this problem and are seeking to 

solve it in coming years by directing the bulk of new investment 
(75-80 percent) into expansion and modernization of existing pro- 
duction facilities. Siberia and the Soviet Far East have been 
identified as the principal points of concentration for new 
processing and manufacturing plants, particularly in the 
extractive industries. The increasingly urgent need for careful 
development of Soviet energy resources, which remain potentially 
sufficient for domestic requirements over the near term, will 
exert a major influence over the USSR‘'s industrial progress 
during the next five years. Expected completion of the Baykal- 
Amur Magistral, a new rail line under construction some two 
hundred miles north of and roughly parallel to the existing 
Trans-Siberian rail system, should provide increased accessi- 
bility to massive ore deposits. 


The Soviet Union's traditional economic autonomy has diminished 
in recent years with expansion of Soviet foreign trade and 
increasing linkage of the Soviet economy with the rest of the 
world, and especially with the USSR's major trading partners in 
Eastern and Western Europe. Growing participation in inter- 
national economic life has also exposed the USSR to the impact 

of the inflation and recession currently troubling the industrial 
world. While no precise indication of the influence such develop- 
ments may have brought to bear on medium-term Soviet planning is 
available, presently diminished markets for the traditional 
Soviet exports and rapidly rising costs of the industrial goc‘s 





which constitute the Soviets' main imports from other nations 
will inevitably have some effect in inhibiting Soviet domestic 
investment in those export-oriented industries, demand for 
whose products has declined. 


Although during the past five years some progress has been made 
in reorganizing the management structure of the Soviet economy 
away from traditional patterns toward the production association 
and scientific-production association format (which generally 
simplifies the chain of command, ties geographic or output- 
related enterprises into closer association and seeks to hasten 
application of research and development achievements to assembly 
line operations), the visible results of this effort are so far 
minimal with regard to output and efficiency. The recently 
announced goal of making the Tenth Five-Year Plan the "Plan of 
Quality and Efficiency" points to a major emphasis on changes 
which are intended to raise the technological level of Soviet 
production. Science, including pure and applied research, will 
remain the focus of much attention in the immediate future, with 
special attention to the organizational relationship between 
scientific institutions and industrial enterprises. Strong and 
effective leadership will be required to persuade production 
Managers to accept even temporary decreases in plant output in 
order to reorient production toward quality criteria, however, 
and the performance of the economy during 1976 will provide a 
telling indication of the potential and force of the efficiency 
experts' influence. 


The Soviet consumer can expect little additional variety in i976. 
In addition to the low growth target fixed for Group B pro- 
duction (2.7 percent), the inadequate 1975 harvest will limit 

the quantities and varieties of meat and grain products on the 
marketplace. Even if achieved, the modest 1976 goal will con- 
tribute little to fulfillment of the Five-Year Plan goal for a 

30 percent increase in consumer goods by 1980, and it will burden 
the latter four years of the Plan with an average annual growth 
requirement of about 7 percent, a figure which past Soviet 
experience would seem to indicate as optimistic. 





PART B - IMPLICATIONS FOR THE UNITED STATES 


Soviet exports, influenced by reduced demand from lagging Western 
economies, failed to keep pace with expanding western exports, 
leaving the Soviet Union with a trade imbalance of an estimated 
$3-$4 billion for the year. Continued Soviet imports of large 
quantities of western industrial machinery and technology, 
together with substantial grain purchases, have constrained the 
USSR to rely heavily on foreign government-backed as well as 
commercial credits to finance the rising hard-currency deficit. 
Of the approximately $10 billion credit facilities available to 
the Soviets from leading capitalist countries in 1975, the 
larger part remains to be drawn upon, and this circumstance will 
contribute to fulfillment of the USSR's announced goal of 
increasing trade with the industrialized West by 13.5 percent 
during 1976 and of expanding economic relations with western 
trading partners by 30-35 percent in the course of the next 

five years. 


While official statistics are not available, informed estimates 
suggest that the total medium and long-term hard-currency 
indebtedness of the USSR rose some $4 billion during 1975 to 
nearly $7 billion. Unexpectedly low exports of the Soviet 
Union's traditional hard-currency earners coupled with unfore- 
seen necessity to import massive quantities of grain and other 
agricultural products placed a considerable burden on the USSR's 
hard-currency reserves during 1975. These factors together with 
relatively low international prices for gold, the Soviets' 
traditional means for settling international accounts, induced 
the USSR to obtain some $500 million in financial credits in the 
Western European Eurocurrency market and elsewhere in the course 
of the year. 


US-Soviet trade attained a record level during the year, as US 
grain exports of some $1 billion and deliveries of industrial 
machinery and equipment worth more than $500 million carried 
total bilateral trade turnover to the $2 billion mark. Soviet 
exports to the United States reached $230.4 million during the 
first eleven months of the year, a 28 percent drop from the 1974 
level. 


In spite of what would appear to be a relatively depressed Soviet 
financial position, and also despite the absence of new Export- 
Import Bank credit lines to the USSR, there still appear to be 
good opportunities for significant exports of US technology and 





equipment to the Soviet Union in the year 1976. There are 
several reasons for this favorable outlook. First of all, the 
USSR continues to regard the United States as a world leader 

in large sectors of technology and industrial development. In 
some cases US products have no world competition, and in other 
cases Soviet buyers seem to prefer US production over com- 
petitive lines available in Western Europe and Japan. Coin- 
cidental with this recognition of superior US quality is the 
fact that quality and improved labor productivity are major 
objectives for the Soviet Union's Tenth Five-Year Plan. It 
therefore seems highly probable that Soviet plans call for 
large purchases of advanced US technology and equipment during 
1976 and during the period 1976-1980, provided that US firms 
can arrange financing which is reasonably competitive with that 
offered by European and Japanese competitors, although the USSR 
will also pay cash for a limited amount of US equipment and 
technology which is urgently needed to meet planned targets. 
There may also be some good opportunities for US participation 
with Soviet firms in joint projects in third countries. In sum, 
the possibilities for important US exports exist, but the right 
conditions must be worked out. 


Specific economic sectors which will receive high priority for 


Soviet imports during the next five years include the machine- 
building, chemical and petro-chemical, electro-technical and 
power industries. Agriculture is another top priority area, 
which will include the complete range of equipment and technology 
for improved production, storage,mechanization and food pro- 
cessing. 


In addition to the above, there are indications that the USSR 
will specifically need imports for 


-- improvement and reequipping of existing automotive 
manufacturing facilities, and complete plants for the manu- 
facture of motor vehicles and parts, and especially heavy 
trucks and tractors; 


-- the modernization of the Soviet civil aviation industry, 
including airports, passenger services, and airborne and ground 
communication and control equipment; 


-- construction of oil and gas pipelines, including pumps, 
compressors and turbines; 


-- development of oil and gas fields; 





-- mining equipment, including very large stripper 
shovels; 


-- tourism, including hotels and special projects linked 
to the 1980 Olympics which will be held in Moscow. 


Prospects for American companies interested in developing trading 
relations with the USSR are favorable. It should be understood, 
however, that Soviet business practices are idiosyncratic and 
often seem arduous and time-consuming to foreigners. Centered 

in Moscow, the foreign trade establishment is massive and trans- 
actions are concluded through one or more of the approximately 

60 Soviet Foreign Trading Organizations with the participation of 
the Soviet Foreign Trade Ministry, which maintains a monopoly on 
Soviet external trade. Experienced businessmen find periodic 
visits to Moscow essential. Access to end-user factories and 
plants is generally discouraged and remains difficult to arrange. 
Stringent control governs all foreigners' travel within the 
Soviet Union. In practice, official accreditation, which permits 
the permanent stationing of company representatives in Moscow, 
can usually be arranged only after a certain volume of business 
has already been completed and certain other loosely-defined 
criteria have been met. Finally, Soviet foreign traders 
traditionally bargain hard to shave prices on quotations and to 
obtain the most advantageous credit terms. Within this frame- 
work of standard practice, however, American business visitors 
find good will and a deep interest in expansion of commercial 

and industrial ties with the United States. 
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CHART I_ 


COMMODITY 
Electrical energy 
Oil 
Natural gas 
Steel 


Synthetic resins and 
plastics 


Machine tools 
Trucks 
Passenger cars 
Cellulose 


Cotton textiles 


PLANNED 1975 PRODUCTIO 
(WITHIN FYP) 


1,065 
496 
320 


146.4 


billion kwh 
million tons 
billion cubic 


million tons 


million tons 
thousand unit 
thousand unit 
thousand unit 
million tons 


billion squar 


CTION 





wh 
ons 
ubic meters 


ons 


ons 
units 
units 
units 
ons 


Juare meters 


ACTUAL 1975 PRODUCTION 


1,038 billion kwh 


491 million tons 
289 billion cubic meters 
141 million tons 


2.8 million tons 


232 thousand units 
696 thousand units 
1,201 thousand units 


6.8 million tons 


6.6 billion square meters 





CHART II 


COUNTRY EXPORTS TO USSR IMPORTS FRO 


USA 1.599 
Japan 

FRG 

UK 

France 


Italy 


FOOTNOTES : 
All amounts in billions $U.S. 


Currency values used: $1.00 equals 2.6 German 
sterling equals $2.03. 


Period covered: USA (11 months); Italy (11 mo 





USSR DEFICIT (-)/ 


“ROM USSR TOTAL TURNOVER SURPLUS (+) 
230 1.829 ~. 1.369 
se 3.0 - .300 
L 3.50 - 1.32 
336 1.263 + .409 
700 1.700 - .300 
16 1.681 ~ 6 


nan DM; $1.00 equals 660 Italian lira; 1 pound 


months); all others 12 month provisional data. 





Telephone Directory of 
Country Marketing Managers 


Commercial and economic information on most trading partners of the United 
States is available from the Bureau of International Commerce, U.S. Depart- 
ment of Commerce. 


The Bureau is organized geographically with a Country Marketing Manager 
responsible for a country or group of countries as listed below. Assistance or 
information about marketing in these countries may be obtained by dialing 
these key people directly: 202-967 plus the given extension. 


Africa Far East 
West and Central Africa 3865 Australia and New 
East and South Africa 4927 Zealand 3646 
Europe East and South Asia 5401 
France and Benelux Japan 2425 
Countries 4504 Southeast Asia 2522 
Germany and Austria 5228 Latin America 
Italy, Greece and Turkey 3944 Brazil, Argentina, 
Nordic Countries 3848 Paraguay and Uruguay 5427 
Spain, Portugal, Switzer- Mexico, Central America 
land and Yugoslavia 2795 and Panama 2314 
United Kingdom and Remainder of South 
Canada 4424 America and Caribbean 
Countries 


Special units within the Department of Commerce have been created to deal 
with particular marketing situations: 


Commerce Action Group for the Near East 


North Africa 


Near East 
Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, Yemen 
Arab Republic 
Iran, Israel, Egypt 


Bureau of East West Trade 
Eastern Europe 
U P 


SSR 
Peoples Republic of China 


ze U.S. GOVERNMENT PRINTING OFFICE: 1976—210-946/110 3-1 





